RULES
OF
THE TENNESSEE DEPARTMENT OF ECONOMIC AND COMMUNITY DEVELOPMENT

CHAPTER 0500—4—1
CHILD CARE FACILITIESPROGRAM
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0500—4—1—.01 AUTHORITY. Pursuant to the provision of T.C.A. §884—37—102(c) and 4—5—217 et seq., the
Corporation may promulgate rules and regulations necessary for the regulation of its affairs and the conduct of its
business.

Authority: T.C.A. 84—37—102(c). Administrative History: Original rule filed July 18, 1990; effective October 29,
1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.

0500—4—1—.02 PURPOSE. The purpose of the corporation shall be to create new child care dots in Tennessee
by assisting in the start-up and expansion of child care facilities through grants, direct loans, and the guaranteeing of
loans from the private sector which otherwise would not be made, and thereby to expand quality child care, promote
economic development and increase employment in Tennessee.

Authority: T.C.A. 84—37—104. Administrative History: Original rule filed July 18, 1990; effective October 29,
1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.

0500—4—1—.03 DEFINITIONS. Thefollowing definitions shall apply to these rules:
(1) ActmeansT.C.A. 84—37—101 et seq., as the same may be amended from time to time.

(2) Applicant means any individual, business firm, unit of county or local government, not-for-profit or
tax except organization, or local education agency.

(3 Board meansthe board of directors of the corporation.
(4) Borrower means an applicant that has received a direct loan or aloan guarantee.

(5) Child Care Facilities or Child Care Facility means a duly licensed and accredited day care center,
group day care home, or family day care homein the state that provides child care slots for children.

(6) Corporation means the Tennessee Child Care Facilities Corporation, a non-profit corporation created
under the act.

(7) Direct Loan means aloan made by the corporation to a borrower under the program for the purpose of
providing financial assistance to the borrower’ s child care facilities.

(8) Executive Director means the Executive Director of the corporation.

(99 Financial Assistance means grants, direct loans, or loan guarantees provided by the corporation.
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(Rule 0500—4—1—.03, continued)

(10)

(11)

(12)

(13)

(14)

(15)

(16)

(17)

(18)

(19)

(20)

(21)

(22)

(23)

Grant Application means information required of an applicant by the corporation upon which the grant
request may be considered.

Grant Documents means the state contract and other financial conveyance procedures that may be
required by the Department of Finance and Administration.

Grantee means a loca government or local education agency that has received a grant from the
corporation.

Guarantee means the corporation’ s guarantee of aloan.

Lender means a duly licensed and chartered private sector lending institution approved by the
corporation to make loans to borrowers.

Local Education Agencies means public education school systems.

Local Gover nments means municipal and county governments.

Loan Documents means the borrower’s application submitted to the corporation, the direct loan and
loan guarantee and all loan applications, notes, security agreements, deeds of trust, etc., executed

between the borrower and the lender and the corporation in conjunction with the loan.

Loan means aloan made by a lender to a borrower for the purpsoe of providing financial assistance to
the borrower’ s child care facilities.

Loan Guarantee means aloan that is guaranteed by the corporation pursuant to the program.

Origination Fees means the premiums charged to the applicant by the corporation for the purpose of
defraying the cost of administration of the program.

Program means the child care facilities program established by the act and the rules and regulations of
the board.

Project means the activities involved in the development of a child care facility as provided in the loan
documents.

State means the state of Tennessee.

Authority: T.C.A. 84—37—102(c). Administrative History: Original rule filed July 18, 1990; effective October 29,
1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.

0500—4—1—.04 ELIGIBILITY. In order to be considered for financial assistance under the program, the
applicant must meet the following requirements and must establish that the financial assistance will be used to
finance the expansion, development, of child care facilities.

(D)

Applicantsfor financial assistance must meet all of the following criteria:

(8 Beanapplicant in good standing and qualify to do businessin the state.

(b) Demongtrate credit worthiness, financial responsibility and repayment capability to the
satisfaction of the corporation, and have a reputation for financial responsibility as determined
from its creditors, employers, and other individuals who have personal knowledge of the

applicant.

(c) Theapplicant’s child carefacilities are located and operated in the state.
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(Rule 0500—4—1—.04, continued)

(d)  The applicant must have the legal capacity and all necessary legal authorization to receive the
financial assistance.

(e)  The applicant must demonstrate the capacity to manage the child care facilities and repay the
debts of the child care facilities.

(2) Applicantsfor financial assistance shall be given consideration according to:
(& Community need;
(b)  Geographic distribution; and

(0 Community income, with priority given to those communities with the lowest median family
income.

Authority: T.C.A. 884—37—106(c), 4—37—108(1), 4—37—108(2) and 4—37—109. Administrative History:
Original rulefiled July 18, 1990; effective October 29, 1990. Repealed and new chapter filed December 30, 1992;
effective March 31, 1993.
0500—4—1—.05 APPLICATION FORMS. Applications to the corporation for financial assistance shall be
made upon the forms prescribed by the corporation provided, however, that the corporation may accept lender’s
formsthat are acceptable to the corporation. Such forms shall include:

(1) Detailed description of the project, including management’ s profile.

(2) Anitemization of known and estimated costs, including the cost for design professional and building
and fire code compliance.

(3 The total amount of investment required to perform the contract and the total amount sought by
borrower from lender or corporation for borrower’ s child care facilities.

(4) Thefundsavailable to applicant without the corporation’ s financial assistance.
(5) Theamount and form of financial assistance sought from the corporation.

(6) Information (including pro forma statements) that related to the current financial status of the
applicant, including if applicable.

(8 A current audited balance sheet.

(b) A profit and loss statement.

(c) Credit references.

(d) Cashflow statement.

(e) Information pertaining to collateral required by lender or corporation.
(7) Any other relevant information that the corporation requests.

Authority: T.C.A. 84—37—109. Administrative History: Original rule filed July 18, 1990; effective October 29,
1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.
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0500—4—1—.06 ELIGIBLE USES. The proceeds of financial assistance throughout the corporation may be used
for the child care facility for working capital, to purchase real estate, fixtures, equipment or supplies, or to finance
building construction or renovations.

Authority: T.C.A. 884—37—104(1) and 4—37—108(2). Administrative History: Original rule filed July 18, 1990;
effective October 29, 1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.

0500—4—1—.07 DIRECT LOAN AND LOAN GUARANTEE TERMS AND REQUIREMENTS. Direct
loans and guaranteed loans shall meet the following requirements:

(D)

(2)

3)

(4)
()

(6)

(7)

(8)

Interest Rate. The interest rate to be paid on loans shall be a reasonable rate determined by the lender
and/or the corporation.

Security. Each direct loan or loan guarantee shall be secured by liens on and security interests in the
child care facility, the personal guarantees of the major owners of the borrower, if any, and other
collateral approved by the lender and the corporation.

Term. The term of each loan may not exceed 20 years and shall be based upon the borrower’ s ability to
repay.

Late Charges. Late charges, as permitted by law, may be imposed.

Change of Ownership. If at any time during the term of the direct loan or loan guarantee the child care
facility ceases to be used to provide child care, or the borrower sells, ceases to own, assigns, transfers,
or otherwise disposes of all or any part of the child care facility, the corporation may, or may require
the lender to take such action in accordance with the terms of the loan documents between the
corporation or the lender and the borrower, accelerate the payment of the entire principal and interest
due under the direct loan or loan guarantee.

Title Insurance. The corporation or the lender may require the borrowers to provide an American Land
Title Association Loan Policy, or equivalent, issued by a title insurance company acceptable to the
corporation, for an amount equal to the maximum principal amount of the loan, insuring the lender and
the corporation, evidencing that interest in the property on or in which the day care facility is located
on the date of closing and to their properties offered as collateral are vested in the appropriate party,
and containig only standard exceptions and encumbrances approved by the corporation. The
corporation may require the title insurance policy to be accompanied by a survey, certified in the
manner required by the corporation and the title company issuing the title insurance, showing that
there are no easements or encroachments upon or other matters pertaining to the property, except those
acceptable to the corporation.

Insurance. Before providing financial assistance, the corporation may require the borrower or the
borrower’s owners or key managers to obtain and assign to the corporation life insurance in the
amount of the loan. The corporation may also require business interruption insurance, hazard and
casualty insurance, flood insurance, homeowner’ s insurance, and other appropriate forms of insurance.

Appraisals. The corporation may require appraisals by qualified for each property offered as collateral
for the loan.

Authority: T.C.A. 84—37—104(1). Administrative History: Original rule filed July 18, 1990; effective October 29,
1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.

0500—4—1—.08 LOAN DOCUMENTS. Before the closing of a direct loan or loan guarantee, the lender or
borrower shall provide the corporation with copies of relevant |oan documents which may include:

D)

A promissory note.
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(Rule 0500-4-1-.08, continued)
(2) A deedof trust.

(3 A loan and security agreement.
(4) Persona and corporate guarantees.
(5) Assignmentsof lifeinsurance.
(6) Financing statements.
(7)  Any other loan documents required by the corporation.

Authority: T.C.A. 84—37—104(1). Administrative History: Original rule filed July 18, 1990; effective October 29,
1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.

0500—4—1—.09 MAXIMUM GUARANTEE AMOUNT. The corporation shall not guarantee more than 80%
of theloan and the corporation shall not have more than $250,000 of guaranteed loans with any single borrower.

Authority: T.C.A. 884—37—114 and 4—37—115. Administrative History: Original rule filed July 18, 1990;
effective October 29, 1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.

0500—4—1—.10 GRANT TERMSAND REQUIREMENTS. Grants shall meet the following requirements:
(1) Grantees. Eligible grantees shall include local education agencies and local governments,

(2) Grant Application. Before the execution of a grant the applicant shall provide information required by
the corporation which may include:

(8  Description of applicant.

(b)  Tota project budget (start up and operating, 5 year projections amount requested).

(c)  Project description.

(d) If project involves property renovation, copies of the property deed, lease agreement which
shows renovation is alowable, and a statement from the property owner giving permission to
renovate.

(e) Estimated completion time.

(f)  Project justification.

(g) Population to be served.

(3 Grant Amounts. Grant amounts shall be determined by the corporation. In determining grant amounts
the corporation shall be guided by the following considerations:

(8 Theamount of assistance requested.
(b)  Other funds available to the applicant.

(4) Grant Documents. Grant assistance shall be conveyed to grantees through procedures required by the
Department of Finance and Administration.

Authority: T.C.A. 84—37—104. Administrative History: Original rulefiled July 18, 1990; effective October 29,
1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.
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0500—4—1—.11 REGULATORY COMPLIANCE. All financial assistance shall be contingent upon the
project complying with all applicable federal, state, and local regulations for the operation of child care facilities.

Authority: T.C.A. 84—37—109(1)(8). Administrative History: Original rule filed July 18, 1990; effective October
29, 1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.

0500—4—1—.12 PREMIUM TO DEFRAY COSTS. The corporation is authorized to charge a premium to the
borrower to help defray the cost of administering the program.

Authority: T.C.A. 84—37—112. Administrative History: Original rule filed July 18, 1990; effective October 29,
1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.

0500—4—1—.13 APPROVAL OF APPLICATIONS. The corporation shall review the application. If, after
making such review, the corporation determines that the applicant is eligible under the provisions of the act and
these rules, the corporation is authorized to approve afinancial assistance request.

Authority: T.C.A. 84—37—116. Administrative History: Original rule filed July 18, 1990; effective October 29,
1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.

0500—4—1—.14 NONDISCRIMINATION. The borrower or grantee and its officers, employees, agents, and
servants may not discriminate against any person on the basis of race, color, religion, national origin, sex, marital
status, physical handicap, or age in any aspect of the program. All borrowers or grantees, their officers, employees,
agents, and servants shall comply with all applicable federal, state, and local laws and departmental policies and
programs regarding discrimination and equal opportunity in employment, housing and credit practices.

Authority: T.C.A. 84—37—102. Administrative History: Original rule filed July 18, 1990; effective October 29,
1990. Repealed and new chapter filed December 30, 1992; effective March 31, 1993.

0500—4—1—.15 OBLIGATION OF THE CORPORATION. Guarantees are an obligation of the corporation
and not the state, and any amounts to be paid pursuant to the loan guarantee are subject to the availability of
sufficient funds of the corporation. Lenders may request from the corporation a statement of financial position.

Authority: T.C.A. 84—37—108(3). Administrative History: Original rule filed December 30, 1992; effective March
31, 1993.
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